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1 . 


INTRODUCTION 


In terms of the Municipal Finance Management Act and the Municipal Systems Act, a 
municipality must prepare an Annual Report for each financial year. The purpose of the 
Annual Report is to: 

■ Provide a record of the activities of the municipality; 

■ Provide a report on performance in service delivery and against the budget; 

■ Provide information that supports the revenue and expenditure decisions made; 
and 

■ Promote accountability to the local community for decisions made. 

The 2009/2010 Annual Report was tabled in Council on SO*'^ January 2011. 

The final step in the reporting process is for the Council to consider the Annual Report in the 
light of the findings contained in an Oversight Report. The Oversight Report must be 
compiled by Non-Executive Councillors and members of the community as it represents a 
separation of powers between the Council and the Administration and is aimed at enhancing 
accountability and good governance. 


2. LEGISLATIVE MANDATE FOR THE OVERSIGHT REPORT 

Section 129 (1) of the Municipal Finance Management Act (Act No. 56 of 2003) states that 
the Council of the Municipality must consider the Annual Report of the Municipality and by no 
later than two months from the date on which the Annual Report was tabled in the Council, 
adopt an oversight Report containing the Council’s comments on the Annual Report, which 
must include a statement whether the Council has: 

■ Approved the Annual Report with or without reservations; 

■ Rejected the Annual Report; or 

■ Has referred the Annual Report back for revision of those components that can 
be resolved. 

3. COMMENTS ON THE ANNUAL REPORT 

The requirements for the Annual Report as set out in the various Acts, together with an 
indication of the level of compliance, are set out below. 

CHALLENGES 

It should be noted that the municipality was faced with the following challenges: 

(i) Maphumulo municipality is facing huge backlog of service delivery as it is situated in 
rural areas. 

(ii) The municipality is facing lack of resources as it is predominantly rural character 
composing mostly of traditional authority’s land administered by Ingonyama Trust. 

(iii) There is a lack of capacity, since the area and municipality fails to attract highly 
skilled personnel. 

(iv) Due to councillor movements a new oversight committee was elected on 6 April 2011 
and were not trained in compiling an annual report in terms of the MFMA. 

(v) The new oversight committee had not received training on the MFMA since it was 
appointed late. 

(vi) The Performance Management System, having been implemented but under shared 
services therefore members of the team are not always available. 

Notwithstanding these challenges, the oversight committee, having received an amended 
annual report, containing the missing sections, and after getting some outside assistance, 
has compiled this report. 
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3.1 Municipal Finance Manaqement Act 


LEGISLATIVE REQUIREMENTS 

LEVEL OF COMPLIANCE 

(a) The annual financial statements are 
Compliant with the Generally 

Recognised Accounting Practices 
(GRAP). 

The annual financial statements fully comply 
in the GRAP format. 

(b) The Auditor-General’s Report is to be 
included in the Annual Report. 

The report of the Auditor General is included 
in the Report. 

(c) Explanations to be included that are 
necessary to clarify issues in connection 
with the financial statements. 

The explanations form part of the financial 
statements. 

(d) An assessment on arrears on Municipal 
taxes and service charges to be 
included. 

An assessment has been included in the 
financial statements that conformed to the 
standards laid down by GRAP. 

(e) Corrective action taken or to be taken in 
response to issues raised in the audit 
reports. 

An action plan for taking corrective action 
has been compiled but is not included in the 
Annual Report. 


3.2 Division of Revenue Act 


LEGISLATIVE REQUIREMENTS 

LEVEL OF COMPLIANCE 

(a) The Annual Report to disclose: 

• Details of conditional grants received 
from national and provincial spheres; 

• Details of conditional grants received 
from other municipalities; and 

• Details of grants made to any organs 
of state. 

This information is contained in the financial 
statements. 

(b) The extent to which the conditions of the 
grants were met. 

This information is in the financial 
statements. 

(c) Information relating to outstanding 

debtors and creditors of the Municipality. 

This information forms part of the financial 
statements compiled in the GRAP format. 

(d) Information relating to the benefits paid 
to Councillors, Managers and officials. 

Included in the financial statements. 


3.3 Municipal Systems Act- Municipal Performance 


LEGISLATIVE REQUIREMENTS 

LEVEL OF COMPLIANCE 

(a) Has the Performance Report been 
included in the Annual Report? 

Yes it was included in the Annual Report. 

(b) Have all the performance targets been 
included in the report? 

It was included. 

(c) Does the performance evaluation in the 
Annual Report compare actual with 
panned performance? 

It will be done in the current financial year. 

(d) In terms of key functions or services, 
how has each performed? 

An explanation of how services have been 
carried out is contained under the relevant 
sections of the Annual Report. 

(e) To what extent have targets been 
achieved? 

Although not contained in formal 
performance plans, outputs were achieved. 
However a lack of resources and capacity 
hampered progress. 

(f) Is the Council and the community 
satisfied with the performance? 

Communities are concerned about the slow 
progress being made with the provision of 
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basic services including water, sanitation, 
electricity, roads and solid waste 
management. Councillors share these 
concerns. These are District functions and 
the Municipality liaises closely with the 

District to expedite delivery. 

(g) What actions have been taken and 
planned to improve performance? 

Corrective action will follow after all/now that 
all s57 posts have been filled and a formal 
performance management system has been 
set up and implemented. 

(h) Is there a correlation with the targets set 
for the Municipality and the targets set 
for the Municipal Manager and Heads of 
Department? 

The same as for (g) above. 

(i) Does the report evaluate the efficiency of 
mechanisms applied to deliver the 
performance outcomes? 

The same as (g) above 

0 Taking into account the Audit Report and 
opinion and the views of the Audit 
Committee, is performance considered to 
be efficient and effective? 

An unqualified Audit Report was attained 
and the emphases of matters and other 
issues raised by the Auditor General will be 
addressed. 

(k) To what extent have actions planned for 
the previous year been carried over to 
the financial year reported on? 

This has been done when a lack of 
resources and capacity prevented the 
completion of planned projects or project 
phases during the year in question. 


3.4 Other Findinqs 


(a) Service delivery backlogs need to be established, in liaison with the District, 
so that realistic targets that are commensurate with resources can be set. In 
this way a programme can be developed to eradicate backlogs and meet the 
2014 national service delivery targets. 

(b) Plans are in place to address all the compliance issues as well as the material 
issues contained in the Auditor General’s Report. 

(c) The municipality is also being assisted to ensure IDP Deliverables/outputs are 
properly planned and specific, measurable, attainable, realistic and time- 
related (SMART). This will facilitate the performance measurement and 
reporting process in future. 


4. RECOMMENDATIONS 

In view of the above, the Oversight Committee recommends that: 

(a) After having fully considered the Annual Report of the Municipality and after 
having taken notice of the efforts made in having the required sections of the 
“draft “ report included in an amended Annual Report; and having accepted that 
there was no formal Performance Management Section approves, recommends 
the Council approves the Annual Report with these reservations noted. 


Chairman of the Oversight Committee 
Date 
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Annexure ‘A’ 


OVERSIGHT PROCESS FOLLOWED: 


a. The general public and members of Ward Committees were invited to attend 
the Full Council meeting held on 30 January 2011 when the 2009 / 2010 
Annual Report was tabled. 

b. With the appointment of a new oversight committee in April 2011, there was 
not a lot of time to allow for a full public participation process to be followed. 

c. An Oversight Committee was appointed by the Executive Committee 
consisting of five non-executive Counciiiors. 

d. The Oversight Committee convened a meeting on 31 March 2011 to consider 
the Annual Report against the legislative requirements and to make a 
recommendation to Council. 

e. The Oversight Committee comprises of Councillors of whom many were not 
fully conversant of the procedures to be followed in the compilation of an 
oversight report. 
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